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SUMMARY

CONTEXT

The Minnesota Department of Public Welfare (DPW) has developed a
plan of action aimed at redirecting services for the mentally
retarded from institutional and semi-institutional settings to
in-home and community-based settings. By July of 1984 it hopes to
obtain federal approval for Medical Assistance (MA) coverage of
a new array of home and community-based services, called "waivered
services" because approval hinges on a waiver request for NA
coverage under Title XIX.

The 1983 legislature authorized a study, undertaken in December
1983 by Rainbow Research, Inc., to explore whether varying the
state-county share of MA costs according to type of service
would encourage counties to develop the new services more
rapidly.

APPROACH

DPW staff suggested three policy options which the state might
conceivably adopt. Each option presents a different financial
participation rate for the STATE and COUNTY shares of services for
MA-eligible clients. Currently the state pays 90 percent and
counties pay 10 percent of the non-federal share for all
services.

In each policy option, the state would pay a higher share of non-
federal MA costs for waivered services, and a lower share for
other services.

Under all three options autilization target for state
hospitals and community-based Intermediate Care Facilities
(1CF/MR"s) is calculated for each county, beyond which the state
would pay only 75 percent of costs for ALL state hospital and
ICF/MR services during the period for which the target was
exceeded. The targets roughly reduce state hospital
utilization by 30 percent between now and 1987, and ICF/MR
utitlization by 7 percent during the same period.
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Our objective was to discover the fiscal, pro%r_ammatic, )
administrative and political impact of each policy option in
terms of the state's long-range policy goals.

Policy Option #1

Under Policy Ogtion #1, the state-county shares of MA costs
would vary by 5> percentage points as follows: 100-0% for in-
home support services, 95-5% for other waivered services, 90-
10% for small ICF/MR"s, 85-15% for large ICF/MR"s, and 80-20%
for state hospitals.

Policy Option #

tate-county shares of WA costs

Under Policsy Option #2, the s
) vered services, and 85-5% for all

would be 95-5% for all wai
other services.

Policy Option #3

Under Policy Option #3, the state would pay 100 percent of the
non-federal costs of all waivered services. State-county shares
for other services would be: 90-10% for all ICF/MR*s (the
same as at present) and 80-20% for state hospitals.

The Study Respondents

We interviewed two types of respondents: county social
service directors and a (iroup of "policy stakeholders” or
constituents who would be affected by the proposed policy

options.

Constituents represented the foil owing groups: MR advocates,
service providers, state officials and county associations.

A 20 percent sample of Minnesota counties was also chosen for
an in-depth analysis of how each policy option would affect
client movement and costs.

The sixteen counties who participated were stratified to
represent a good "mix": some from each state hospital
catchment area, and some of various levels of wealth,
population and current utilization patterns. In this way the
sample should bhe representative of the responses we would
expect fromall Minnesota counties.
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The Study Method

ALl respondents received awritten questionnaire by mail,
followed up with a telephone -interview lasting from one
half hour to two hours. County respondents also received
several Worksheets to provide them with data about their
current utilization and costs, their utilization targets, and
to help them figure out projections of client movement and
county costs under each of the policy options.

PROJECTED CLIENT PLACEMENTS AND COSTS, 1984-1987

Findings: Projected Client Movement

Every county in our sample projected the same client movement
for each option, regardless of the county"s cost burden.
Most counties met or approximated the utilization targets
established for purposes of the study.

We concluded that counties appear willing and readﬁ/ to meet
utilization targets under any cost-share system, that the
specifics of the cost-share burden were secondary to other
considerations, and that DPW*s policy objectives might be
successfully achieved simply by encouraging counties to meet
these targets.

Findings: Projected Costs

Even under the least expensive policy option (Option #3),
costs to counties would increase substantially between now
and 1987, whether or not their utilization targets were met.
Thus the options act as "disincentives" rather than
incentives.

In most cases counties would meet their targets, and they
project that 31 percent of all clients would be receiving
waivered services by 1987. Nonetheless, none of the three
policy options provides an opportunity for counties to
realize cost savings.
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The Summary Table attached shows total federal, state and
county shares of MA costs hetween 1984 and 1987 under each
policy option, under the present cost-share system and under an
additional pollcy_oPtlon discussed later. The present

system is substantially cheaper for counties.

A further breakdown of costs by type of county reveals that
high-utilizers of both state hospitals and ICF/MR"s benefit
somewhat more than low- and medium-utilizers.

These findings suggest that a variable cost-share ratio
which acts as a "drsincentive” rather than an incentive may
not be an equitable or affordable system for encouraging
movement of clients into waivered services.

However, these findings do not suggest what the impact

might be of a cost-share ratio which would offer positive
incentives for client movement.

Findings: Relative Costs to Counties and the State

Option #3 is the least costly to counties, increasing costs
between 1984 and 1987 by 50 percent (while costs to the
state would increase by 18 percent for the same period).

Under the ﬁrgsent cost-share ratio county and state costs
would both increase by 23 percent. This is a small increase
con3|der|nﬁ_that the total number of clients will increase hy
15 percent while state hospital and ICF/MR costs are expected
to increase from 20 to 40 percent. The net savings is due to
movement into the less expensive waivered services.

Moreover, costs to counties decline proportionately after
the first year (1985) when the option would take effect
because more clients are placed 1in waivered services,
suggesting that it is indeed possible to reduce normal cost
increases by movement of clients into waivered services.

Were any of the policy options a positive incentive which
would allow counties to realize actual dollar savings in the
first few years, the gradual decline in normal cost increases
resulting from continued client movement into waivered
services would probably make such an option more desirable
than the present systenm.
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PROGRAMMATIC, ADMINISTRATIVE AND CONSTITUENT IMPACT

Findings: Encouragement of Waivered Services

Policy Option #3 is seen as most Iikel¥ to encourage
development of waivered services because of 1ts relatively
lower cost and the 100 percent state payment for those
services. However, there was no great enthusiasm for this or
for any of the policy options toward that end.

The consensus of responses seems to be that a variable cost-
share ratio might encourage waivered services, but that
other negative consequences would result from such a policy
and that attention to non-cost factors might be more effective.

Findings: Quality of Care

The great majority of respondents believe that quality of
care will not be assured, and may be jeopardized, through a
policy which seeks rapid_development and implementation of
new services without providing guarantees of client-
appropriateness and monitoring systems. While this never was
DPW*s intention inconsidering a fiscal policy, respondents
seem to need more assurances on this point.

Many respondents also see a need for an education progranm
about the uses and benefits of the various walvered service
progranms.

County case workers do not wish to make cost a factor in

determining levels of services for their clients, and they
see cost as unrelated to quality of care.

Findings: Necessary Administrative Changes

In general, counties believe that at least one additional
staff person will be required to put the new services in
place, especially under the time pressure associated with the
policy options.

They also foresee administrative headaches associated with
finding and monitoring new providers and with reactions fronm
present providers, clients and their families, taxpayers
and community residents and their county Boards.
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Findings: Acceptability to Affected Constituents

In general, the greater the variance in cost-shares amon%
the services, the %reater the controversy the options would
generate. Option #3 (most acceptable to counties because of
overall costs) as well as Option #1 would be hard to sell
to other constituents because of this discrepancy.

Objections to one or all of the options is diverse and
widespread. Manr of the concerns stem from the perception
that change would be "forced" by imposing heavy cost
penalties and that placement choices would be l'itmited even
where counties met previously established DPW goals.

The options as they are presently construed are not likely
to gain acceptance.

Findings: Other Assessments

According to the study respondents, the cost-share ratio
plans do not directly address many of the issues which

arise fromapolicy of developing anewservice delivery
system. Some unanswered questions are: How will new
clients become eligible for services? What mechanisms will be
built in for changes in individual clients” service needs?
How wi Il the waivered services be developed and implemented?
Would an issue-focused approach be more effective than a cost
incentive inencouraging change?

INCENTIVES AND DISINCENTIVES

We developed the following criteria for a fiscal incentive
plan which might further DPW"s long-range policy goals.

What the Incentive Should Do:

* The incentive should encourage counties to
develop and utilize waivered services without
losing cooperation from existing providers

* The incentive should allow sufficient development
time for re-training of present providers who may
wish to develop new services and for counties to
develop quality control safeguards

* The incentive should reward counties for meeting
the state*s utilization targets
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* The incentive should make it possible for continued
movement of clients into waivered services to
Increase savings to the county over time

* The incentive should offer a positive impetus to
counties to incur upfront development costs
wl th the expectation that savings will be realized
ater

* The incentive sho
v

T ould allow the state to share
in the cost savings

of the new services

What the Incentive Should Not Do

* The incentive should not put pressure on
caseworkers to place clients solely on cost factors

* The incentive should minimize "polarization" of
constituencies

* The incentive should not penalize counties for
appropriate placements (such as movement of
multiply handicapped clients from state hospitals
to Class B ICF/MR"s)

* The incentive should not increase the cost-share to
counties for ANY services until enough new, less
expensive services are in place so that their costs
will not increase more than the state"s projections
of reasonable client movement

What Would an Incentive Look Like?

After studying the criteria outlined above and the )
prercxlons of client movement done hy the sample counties,
we designed a variable cost-share ratio plan which might
succeed in encouraging development of waivered services
with minimal objections from counties and other

stakeholders.

Under this plan, the present cost-share ratio would be
maintained in 1984. In 1985 the ratio would change for
waivered services, and in 1986 the ratio would change for
state hospitals. This would allow counties time to move
clients from state hospital settings without incurring
increased costs. The cost-share ratiro for ICF/MR"s would
not change at all.
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How the Plan Meets Incentive Criteria

ncouraged to develop and

1) Counties are inmediately e
e 95-5% cost-share ratio.

utilize waivered services by th

2) Cooperation from present providers is not lost
because no one "loses", at least according to the
sentiments expressed in reaction to the three options
explored in this study:

* ICF/MR cost-share rates do not change.

* State hospitals, who have known for some
time that their populations will be reduced, have
two years before the county pays a greater share,
time they can use to re-train staff, create new
jobs, and participate in the development of the new
Services.

* Advocates, caseworkers and client families need not
feel that inappropriate placements are made

so that counties will avoid penalties.

~3) Counties have an additional year of grace before
their share of payments for any services are. increased,
during which time they can develop new services with
adequate safeguards, secure cooperation from Boards and
taxpayers based on the potential cost savings, and begin
clirent movement accordlnﬁ_to their own projections of what
they can realistically achieve.

~4) The counties which meet their state hospital
utilization targets will not have to pag adisproportionate
share for state hospital clients in 1986 (the first year in
which their rate increases) because they will have moved
sufficient numbers of clients to other services.

) 5) The percentage of cost increase (accounted for by
inflation and new clients) to counties goes down from 9
percent in 1986 to 4 percent in 1987 despite the higher
cost-share for state hospital placements. This 1Is a net
cost savings, and it happens because of the movement of
more clients into waivered services. \Moreover, we would
expect even greater savings in subsequent years.

6) If no waivered services were developed, and if the
present cost-share policy were maintained, we would expect
costs for ICF/MR"s and state hospital services to increase
by at least 12 to 15 percent per year, not including costs
for new clients. However, once the incentive plan takes
effect, even including the influx of newclients neither
the state nor the counties incur more than a 9 percent
increase in any year, and the rate increase should continue
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to decline. Thus the plan would meet federal requirements
that the waivered services cost less than the present systenm.

7) The small net "savings" even in the first two
years combined with the potentially greater savings in the
future should encourage counties to tnvest time and even
some funding in the development of waivered services,
especially if the state or federal government makes
development money available.

) 8) The state shares in the reduction of cost
increases which result from client movement. Its cost
increase between 1985 and 1987 remains constant at 6
percent, compared with an increase of 11 percent in 1984.

9) Because the incentive plan is based on
caseworkers® own projections of appropriate movement of
clients into waivered services, the counties can save money
without fear of inappropriate placements.

10) ICE/MR providers will not be polarized because
small and _Iari]e facilities have the same cost-share ratio.
State hospital providers will have less reason to complain
that they are treated differently from ICF/MR"s. Advocates
will besatisfied because waivered services are rewarded but
the counties will still share in the "risk™ by paying some
of the costs. Caseworkers will not be pressured by county
Boards to cut costs regardless of client needs.

RECOMMENDATIONS: ENCOURAGING WAIVERED SERVICES

While waivered services were not directly the focus of this
study, it was difficult for our respondents to sei)arate the
changes that will be necessary to establish a whole new
system of services from the changes that would result from a
fiscal incentive policy aimed at facilitating client
movement in that systen.

DPW staff suggested that the additional stress to counties
and providers of a fiscal incentive 'plan mlght "overload"
the system if introduced in the developmental stages of
waivered services.

We concur, and would like to suggest more immediate steps
which would facilitate development of the new system. Once
these steps have been taken, the state would also be in a
better position to judge the merits of a fiscal incentive
plan, and counties and providers would be in a better
position to profit by it.
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Whether or not the state chooses to adopt a financial
incentive plan, we recommend an integrated planning and
inplementation process. We see several critical elements to
that process:

* Anoverall design plan for development of waivered
services, developed by considering the total impact of
waivered services and by further exploring the feasibility
and consequences of an incentive plan.

* Asetofguidelines for developing and monitoring
waivered services and appropriate placement of clients.

~* Atechnical assistance package for counties to
orient them to the new services and to provide assistance
in funding, training, development, and application.

* Animplementation plan which utilizes the knowledge
and resources of current service providers and their staffs
and affords them the opportunity to become providers of new
services.

RECOMMENDATION: DESIGNING AN INCENTIVE PLAN

If the state wants its plan to act as an incentive, we
recommend that it meet the criteria outlined above.

The incentive plan we have developed offers a policy whereby
everyone "wins". The state and the counties save money (as
iIs required for federal approval of the waiver request).
Present service providers have time to re-direct their
efforts and take part in the development of new services.
Counties have time to assure that quality serviceswill
be developed, and to educate their communities about the
advantages of the policy change. The goals of
deinstitutionalization and "normalization" are served at
minimal cost.

le anincentive plan has a number of desirable
lities, it doesstill create administrative )
ficulties, some inequities will necessarily remain, and
several respondents will be opposed to having cost determine
level of care in any way. DPW may wish to consider other
means of achieving the de-institutionalization goals of its
plan than by altering the present cost-share ratios.

I
a
f

o O =
_— S

We think that an incentive plan such as proposed in this
section would be well-received, but this is conjecture.
Perhaps this report could he circulated for response.
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THE CONTEXT OF THE STUDY

The Minnesota Department of Public Welfare (DPW) has
developed a i)lan of action which would redirect services for
the mentally retarded from institutional and semi-
institutional settings to in-home and community-based
settings over the next five years. ("A Proposed Plan of
Action for the Redesign of the Scope and Funding of Services
for the Mentally Retarded in Minnesota," March 21, 1983.)
This plan requires a number of legislative changes and
significant alterations in modes of service delivery.

The plan was predicated on certain program policies:

1) Toprovide quality services insmall, homelike and
natural settings which are integrated into the mainstrean
of the community, and

2) Tocontain system cost increases in provision of
services to the mentally retarded.

large proportion of services are now paid by Medical
sistance (MA), with costs shared by the federal government
3.1%), state (42.2%) and counties (4.7%). By July of
84 a new array of in-home and community-based services
i 11 probably become eligible for MA coverage upon a%p_roval
y the federal government for a waiver request under Title
I X (December 8, 1983). The state wishes to encourage
counties to develop these services and move clients into
them rapidly.

The 1983 legislature (Articl
authorized a study of the feai\l
u

A
A
(
1
W
b
X

e 9, Section 6, Subd. 3)
bility of varying the state-
e_Illglb e Services as a means
iliza

county cost-share ratios for |
tion of the new

M
of encouraging development and ut
services.

In December 1983 Rainbow Research, Inc., was contracted to
conduct a study to explore whether a vartable cost-share
ratio would in fact further the overall policy goals of DPW
and the state.

We decided to examine the following consequences and
implications of three variable cost-share ratios:

* W(iuld varying the cost-share ratio facilitate
ie

client movement in the desired direction?
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What would bhe the costs to counties and to the
state of several alternative cost-share ratios?
Ik-l)og affordable would each of these alternatives
e’

What would be the programmatic impact of each
alternative onquality of care?

What administrative imi)a_ct would each alternative
have on the service delivery system?

What would be the probable acceptance of each
alternative (or any alternative) on affected
constituents: county directors, caseworkers,
MR advocates, clients and their families, service
providers and their employees, taxpayers? What
controversy would be generated?
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APPROACH

THE THREE POLICY OPTIONS

With the assistance of DPW staff, we designed three polic
0ﬁt|0ns which the state might conceivably adogt. Each o

the policy options is aimed at facilitating the movement of
mentally retarded persons into home and community-based
settings. Each option presents a different financial )
participation rate for the STATE and COUNTY shares of services
for MA-eligible clients.

Currentlﬁ the state pays 90% of the non-federal share of
costs for WMA-covered services (i.e., state hospitals and
community-bhased Intermediate Care Facilities (ICF/NR"S);
federal statute allows that this share be as low as 40%.
The county pays the balance.

On the following pages the three policy options are
explained. Each of these options explores a different method
of changlng the state®s share (and therefore the county"s
share) of non-federal MA costs for various types of
services. In each option, the state would pay a higher
share of the MA costs for the home and community-bhased
services with the intent of encouraging counties to develop
and utilize them, These services are: in-home family
support services, developmental tral_nl_ndg homes, supervised
living arrangements (SLA"S) and semi-independent living
services SILSg). These services are defined in DPW's waiver
request of December 8, 1983 (and will hereafter be referred
to as "waivered services").

Respite care, homemaker services and costs of case
management are not being considered in this study.

Under each of the proposed options, the state"s share would
be equal to or less than its current share for community
ICF/MR"s and for state hospitals.

Finally, regardless of the oE)tion, a grace period would be
provided so that counties could begin to make provisions for
utilization of waivered services.

Our strategy was to ask each county, "What would happen if
DPW adopted this policy?"
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The County Utilization Target

In 1981 DPW considered the idea of developing utilization
targets for maximal county placements in state hospital
facilities, and polled counties about how that target
should be calculated. The target numbers have not as yet
been officially set by DPW. For purposes of this study we
have assumed that the desired goal iIs to reduce statewide
l{é[8l7| iIzation of state hospitals by 30% and ICF/MR"s by 7% by

The formula for state hospital utilization developed in 1981
by polling county welfare directors combined reduced per
capita utilization b¥ county with a 30% statewide, reduction
so that counties with lowutilization are not penalized .

We have used that formula in developing target numbers for
each sample county.

Under all three options autili
and community ICF/MR*s i1s calcu
which the state would Bay onl
state hospital and ICF/MR servi

which the target was exceeded.

ation target for hospitals
ated for each county, be{ond
75 GPerc_ent of costs for ALL
es

Z
|
y .
C uring the period for
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POLICY OPTION #1
GRADUATED VARIABLE MA CONTRIBUTIONS
Under Policy Option #1, the state*s share of MA costs for MR
services would vary by 5 &ercentage points according to the

type of service delivered, with the highest rate for in-home
family support services and the lowest for state hospitals.

Under this proposed option, the state and county would pay the
following percentages of the non-federal share:
State County
In-home family support services 100% 0
Other waivered services:
Developmental training homes
(foster care) 95% 5%
Supervised living arrangements
(SLA™S) 95% 5%
Semi-independent living services
(SILS) 95% 5%
Small group home (15 or less) 90% 10%
Large group home (16 or more) 85% 15%
State hospital 80% 20%

As in-all the options, if utilization of state hospitals and
community ICF/MR"s exceeded the target rate, the state"s share
for all of those services during that per'lod would drop to 75
percent.



POLICY OPTION # 2

TWO RATES FOR STATE AND COUNTY SHARES
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Under Policy Option #2, the state's share of reimbursement
for the non-federal share of MA-covered clients would be 95%
non-waivered

for all waivered services, and 85% for all

services.

Under this proposed option, the state and county would pay

the following percentages of the non-federal share:
State

In-home family support services

Other waivered services:
Developmental training homes
(foster care)
Supervised living arrangements
(SLATS)
Semi-independent living services
(SILS)

Small group home (15 or less)

Large group home (16 or more)

State hospital

95%

95%

95%

95%

85%

85%

85%

County

5%

5%
5%
5%
15%
15%

15%
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POLICY OPTION # 3
THREE VARIABLE RATES FOR STATE AND COUNTY SHARES
Under Policy Option #3, the state would pay 100% of the costs
of waivered services, 90% (the same as at present) of the
costs for [al‘%e and small group homes, and 80% of the costs of
state hospitals.

Under this proposed option, the state and county would pay
the following percentages of the non-federal share:

State County

In-home family support services 100% 0
Other waivered services:

Developmental training homes

(foster care) 100% 0

Supervised living arrangements

(SLATS) 100% 0

Semi-independent living services

(SILS) 100% 0
Small group home (15 or less) 90% 10%
Large group home (16 or more) 90% 10%

State hospital 80S 20%
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THE STUDY RESPONDENTS

For this study we interviewed two types of respondents:
county social service directors and a group of "policy
stakeholders"” or constituents who would be affected by the
proposed policy options.

Constituents represented the following groups:

* MR advocates (Minnesota Association of Retarded
Citizens, Legal Advocacy for the Developmentally
Disabled),

* Service providers (Association of Residences for
the Retarded in Minnesota, Minnesota DACA, AFSME,
Faribault State Hospital, Woodvale Management Inc.,
Norhaven Inc.),

* State officials (Minnesota Developmental
Disabilities Planning Office, a legislator, a court
monitor), and

* Counties (County Social Service Director
Association, Association of Minnesota Counties).

The Sample of Counties

A 20% sample of Minnesota counties was also chosen for an
in-depth analysis of how each policy option would affect
client movement and costs.

Seventeen counties were invited to participate in the study,
and 16 responded. This sample was "stratified" to represent
several key dimensions:

* metro/non-metro;

* high, medium and low utilization levels of
community ICF/MR facilities and state hospital
facilities;

* state hospital catchment area; and

* welfare caseload ratio in E)ro ortion topopulation
(a measure of county wea thg.

See Appendix A for breakdowns of the sample composition.
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Generally, we tried to select a good "mix" of counties: some
from each state hospital catchment area, and some of various
levels of wealth, population and current utilization patterns.

Our method was to 1solate counties first on the metro/non-
metro dimension and then to look for patterns (such as "poor,
lowutilization state hospitals, high utilization
ICF/MR™ etc.). In this way the sample should be highly
representative of the responses we would expect from all
Minnesota counties.

The Interview Method

ATl respondents received awritten questionnaire in the
mail, with detailed instructions and explanations of each
policy option. County respondents also received several
Worksheets (see Api)e_ndlx_B) to provide them with data about
their current utilization and costs, their target =
utilization quotas, and to help them figure out ro]%ectlon_s
of client movement and county costs under each of the policy
options.

The written questionnaire was followed by a telephone
interview with Rainbow Research staff, inwhich questions
about the study were answered and their responses to the
questionnaire were recorded. This interview lasted from one
half hour to two hours (and was often preceded by several
phone calls with questions, because of the great difficulty
of projecting what would happen "if"...)

Finally, two types of findings were compiled:
* Aquantitative database of:

A) projected client movement and projected costs
under each policy option, and

B) projected client movement and projected costs
under the present cost-share systenm.

database of "qualitative™ responses about
iscal, programmatic, administrative and other
mplications of each option and of a variable
ost-share policy ingeneral.

O =1 —p T
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PROJECTED CLIENT PLACEMENTS AND COSTS, 1984-1987

HOW THE OPTIONS WOULD AFFECT CLIENT MOVEMENT

In the mailed questionnaires and over the phone, we asked
county directors to review the three policy options and the
utilization targets we set for their counties. Then we
asked them to review their client caseload and project how
many clients they would be able to move into warvered
services between 1984 and 1987 (assuming that waivered
services become MA-eligible in July of 1984 and that no
policy option would take effect before 1985).

We also asked them to project how many new clients they
anticipate during those four years and to place them in
service categories along with present clients, explaining
that ideally newclients would be placed In waivered
services.

Our purpose was to discover which cost-share option would
most affect the redistribution of clients.

Key Client Movement Findings

1) Every county in our sample proiected the sanme
client movement for each option, regardless of the county"s
cost burden.

~2) Many counties told us that client placement is
entirely unrelated to fiscal incentives.

~3) _Other counties said they are already committed to
de-institutionalization and intend to pursue such a policy
regardless of cost.

) 4) Still other counties said they would respond to an
incentive system which encourages waivered services but
only up to a lTevel they consider feasible.

5) Ingeneral, counties reached or closely )
approximated the utilization targets we set for reducin
utilization of state hospital and ICF/MR facilities. Th
suggests that the setting of targets alone might be a
sufficient incentive for counties to meet them.

g
Is
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6) BY 1987, counties project that 31 percent of all
MA-eligible clients will be in waivered services. This by
itself is an impressive achievement, and one which the
counties maintain they will be able to do regardless of the
state's choice of a cost-share ratio.

The Utilization Targets

Table 1 shows how the targets set for each sample county
would or would not be met between 1984 and 1987.

From this tabhle we see that:
1) The overall targets would be met.

2) Three counties would not meet their 1987 ICF/NR
targets and only two counties would not meet its state
hospital targiet. The counties unable to meet ICF/MR
targets are all rural, are either poor or of medium wealth,
and vary in their present utilization patterns. The
counties which would not meet their state hospital targets
are poor rural counties with high state hospital
utilization.

3) The overall reduction which would be achieved in
ICF/MR utilization between 1982 and 1987 is 8 percent
(against a targeted 7 gercent). State hospital utilization
would be reduced by 32 percent for the same period (against
a targeted 30 percent).

Summary

The most significant finding of the policy study so far is
that sample counties, when presented with utilization
targets tor ICF/MR and state hospital facilities, express
readiness and willingness to meet them, whether under a
variable cost share ratio or under the present cost-share
systen.

This su?gests that DPW might be as successful in achieving
its policy objectives by encouraging counties to meet
utilization targets as it would by implementing a variable
cost-share ratio.
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WHAT THE OPTIONS WOULD COST

Tables 2 through 5 show the total projected costs of the
three policy options and of the status quo, using the
counties”® own projections of client movement. Costs are
broken down by type of service, and by state, county and
federal share.

Table 6 shows the total MA costs for 1981 and 1982, broken
down by ICF/MR and state hospital utilization, and by state,
county and federal share under the present cost-share ratio.

Indeveloping cost projections, we used the figures for
average costs of services given in DPW"s waiver request of
December 8, 1983. Obviously, these projections are only as
accurate as these numbers and the projections of client
movement done by sample counties. We were told by several
respondents that these figures might be too low (in fact,
some have heen increased since the draft of the waiver
request which we used in this study); therefore our cost
totals should be seen as conservative.

Key Cost Findings

1) Each of the three policy options would
substantially increase the counties® costs (and
proportionately decrease the state”s costs) for all MR
services over what the costs would be if the present
cost-share ratio were maintained.

~2) Option #3 is the "cheapest” for the counties,
rai SII]% total MR costs to them by about $2.3 million )
between 1984 and 1987 (not including any "penalties™ which
would-be incurred for not meeting utilization targets,
which are virtually impossible to compute).

3% Most counties would not realize any cost savilwgs,
but rather their costs would increase dramatically under
all the policy p‘)1|0r1§ even though they would meet or
exceed their utilization targets and would move many
clients into waivered services. Thus, the policy options
should be viewed as "disincentives"” rather than incentives.

4) The increase in total costs of all services
hetween 1984 and 1987 is less than would be expected hy
ICF/MR and state hospital cost increases over that Perlod,
even 1f no new clients came into the system. Total costs
of services increase from $93.9 million in 1984 to $117.4
million in 1987, an increase of 25 fercent. DPW estimates
that ICF/MR costs will 1increase by 28 percent and state
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TARLE 5.

SAMPLE COUNTY MA UTTLITATION AMD COSTS FOR MR FACILITIES, PROJECTED 1884-87

i
L

Palicy Option: Present Policy
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TABLE 6.
SAMPLE COUNTY MA UTILIZATION AND COSTS FOR MR FACILITIES
ACTUAL, 1981 AND 1982
1981 1982

No. of No. of

Clients Cost Clients Cost

1,815 2,167
$13,799,766 $14,311,259
1,534,397 1,591,268
17,312,565 17,954,249
$32,646,738 $33,856,776

1,043 998
$11,173,405 $13,018,759
1,242,370 1,447,556
14,017,640 16,332,737
$26,433,415 $30,799,052

2,858 3,165
$24,973,171 $27,330,018
2,776,767 3,038,824
31,330,205 34,286,986
$59,080,143 $64,655,828
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hospital costs by over 40 percent during that period. The
costs of waivered services, however, are expected to
increase only by about 17 percent.

5) However, new clients will come into the system:
an estimated 511 new clients between 1984 and 1987 alone or
an increase of 15 percent. Therefore, it appears that a
cost savings_ (over what would be expected without any
waivered services) of at least 15 percent is achieved by
movement of clients into waivered services.

6) The counties, under any of the three options,
would realize none of this "savings". In fact, the )
counties” share of the costs even under the cheapest option
(#3) will be increased by 52.2 percent.

summary

In sum, although counties maintain that they will in fact be
able to move a substantial number of clients (31 percent)
into waivered services by 1987, and although most will be
able tomeetutilization targets for state hospitals and
ICF/MR"s, none of the three pollcly_ options provides an
ogpo_rtunlty for counties to realize cost savings. Rather,
their costs would increase substantially over what would be
exg[e_cted by inflation alone even under the least expensive
option.

COUNTY COSTS BY TYPE OF COUNTY

We wanted to learn whether a disproportionate share of the
MA costs for MR services would be borne by any "type" of
county under a cost-share ratio plan. For example, would
such a plan cause poorer counties to pay more than others in
proportion to their relative numbers of clients?

Because Option #3, by virtue of 1ts lower cost to counties,
iIsreally the only feasible option, we did not look at any
of the others for this analysis.

Tables 7 through 10 show breakdowns of number of clients
and county costs on these dimensions: metro/non-metro,
ICF/MR utilization, state hospital utilization, and welfare
caseload ratio ("wealth™).
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Metro Counties” Costs SIightly Higher

Table 7 shows that in 1984 (before Option #3 takes effect),
metro counties pay about 3 percent more than non-metro
counties proportionate to client population. By 1987 their
share of costs is about 4 percent higher. This is because
they are using more of the higher-cost, non-waivered
services and probably explained by the fact that more large
care facilities are located in metro areas. Such a )
difference should not present a problem for metro counties
with a large tax base hut could cause difficulties for a
poor metro area (i.e., St. Louis County).

Costs SIightly Lower with High Utilization of ICF/MR"s

In 1984 (i.e., the present cost-share ratio) the counties
with lowutilization of ICF/MR facilities payaslightly
smaller percentage (L% smaller) of total care costs than
high- and medium-utilization counties. However, by 1987
this "advantage" is lost, and high-utilization counties get
this same cost "break". While the difference is a small

one, it is an indication that counties who already have kept
ICF/MR utilization down will have to pay more than those who

have not. This is because they are less able to reduce
ICF/MR utilization, which is more costly than waivered
services, than other counties can.

Costs Slightly Lower with High Utilization of Hospitals

In 1984 low utilizers of state hospitals are expected to pa
very slightly less than high- or medium-utilizers for tota
care. By 1987 under Policy Option #3, high-utilizers costs
are somewhat reduced while medium-utilizers are somewhat
increased and low utilizers remain roughly the same.
Therefore, while Option #3 does not greatly change the
present pattern of relative cost burdens, what benefit does
accrue goes to high-utilizers.

However, a goal of the policy options is to reduce state
hospital utilization. We heard from some respondents that
low-utilizing counties have already made substantial efforts
to move clients out of state hospitals and they feel that it
is unfair to "change the rules™ to reward counties who have
not already done so. And while this OJ)tIOH does not
actually penalize counties who are already low-utilizers,
they are clearly not beneficiaries.
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Again, it should be easier to reduce utilization where it is
high and in fact the DPW targets require that this be done.
Therefore, a low-utilizing county which meets its target is
in a less advantageous cost position than a high-
uttlizing county which meets 1ts target.

Again, the differences in proportionate costs are small.
Nonetheless we suggest that they are inequitable to those
8Qunt![e_s who have already made strides in the desired
irection.

Costs Highest for Medium-Caseload Counties

In Table 10 we see that under the present cost-share systen
(1984) counties bear identical proportions of cost regardless
of their overall caseload ratio. Counties with the
highest caseload ratios tend to be the poorest, those with
low caseload ratios the wealthiest. Thus, the present
system may be said to impose an equal "burden™ regardless of
wealth or poverty.

By 1987 the poorest counties and richest counties both
benefit very slightly (1 percent) relative to counties of
medium wealth. (This finding 1is probably explained in large
part by the fact that Hennepin County has a medium caseload
ratio, that 1ts costs increase greatly, and that it accounts
for about half of the total clients in this sample).

If we can discount the fact that wealthier counties are less
burdened by the changes brought about under this policy
option, it is probably fair to say that at least poorer
counties are not relatively worse off than they were before.
Nonetheless, they are still heavily burdened by the
increased costs that this optionwill incur, and are
probably without a sufficient tax base to support it.

Summary

As noted above, Hennepin County accounts for about half of
the clients in our sample. Because it is classified as
"medium™ on both categories of utilization and on wealth, we
would expect the differences we have seen for the highest
and lowest counties to be exacerbated were Hennepin not
included in this analysis.

Differences in relative cost shares were not great for any
breakdown, but we see that the high-utilizers of both state
hospitals and ICF/MR"s, the non-metro counties, and the
poorest and wealthiest counties benefit the most by the
policy change in comparison with all other categories.
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We suggest that a fiscal policy should not reward high-
utilizers disproportionately, although this is an
inevitable result of its utlilzatlon targets. Ve also
suggest that poor and non-metro counties, even where theg
are not "more" burdened than other counties, will still bDe
hard put to raise the additional money required to pay for

services under Option #3.

The net result of this analysis §ugFests that a variable
cost-share ratio which is a financial disincentive may not be
an equitable or affordable system for encouraging movement
of MR clients into in-home and community-based services.

It does not, however, consider the impact of a cost-share
ratio which would offer positive incentives for client
movemaﬁt, which wewill discuss ina later section of this
report.



PAGE 38
RELATIVE COSTS TO COUNTIES AND THE STATE BY OPTIONS

The three options can be compared to reveal which 1s likely
to be most costly to counties. Table 11 shows the
percentage increases in costs for each policy option between
1984 and 1987, broken down by state and county shares and
compared with the total increase.

TABLE 11.
PERCENTAGE INCREASES IN MA-COVERED COSTS 1984-1987
FOR STATE AND COUNTY, BY POLICY OPTION

1985 1986 1987
% Increase % Increase % Increase
Total Costs 11% 6% 6%
(A1l options)
Option #1: 62% 4% 3%
County State 5% 6% 6*

Option #2:
County State

Option #3:
County State

Present Policy:
County State

From this table we can make some comparisons:

60%
5%

45%
6%

11%
11%

4%
6%

3%
6%

6%
6%

4%
6%

2%
6%

6%
6%

1) Under all three policy options costs to counties

increase substantially over what they would be if the

status quo were maintained.

2) All of this increase occurs during the first year
reat discrepancy between the cost

1985? because of the |
at few clients have by then been

as and the fact

ormu

placed in waivered services.
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3) After that, the counties® costs do not increase as
much as the state"s (in proportion to total cost increases)
between 1985 and 1987. This relatively small advantage
accrues to counties because they are moving more clients
into waivered services.

4 If Policy Option #3 were adopted, and if counties
could continue to move clients into waivered services at
the rates they project between 1984 and 1987, it would take
12 to 15 dyears for them to offset the initial cost increase
engendere byr the policy and begin to realize an actual
savings. The other options would take even longer.

5) Policy Option #3 is clearly the most desirable for
countires because 1ts initial cost burden is the lowest and
the percentage increase in costs for services for each
subsequent year is also lowest. This option still allows
the state to save substantially over the cost increases
which would be expected without MA-coverage for waivered
services.

6) Table 11 suggests that it is indeed possible to
reduce normal cost increases for MR services by movement of
clients into waivered services, even if new clients come
into the systenm.

) 7). Wereﬁnﬁof the policy options a positive
incentive which would allow counties to realize actual
dollar savings in the first few years, the decline in
progortlonate cost increases hetween 1985 and 1987 would
probably make such an option more desirable to counties
than the status quo.

ADDITIONAL COST FACTORS

We asked the study respondents to consider the econonmic
impact of the policy options on sample counties and the state
as a whole. Their comments fell into three categories:
statewide effects, regional effects, and effects on
individual counties, and are summarized below.

Comments About Statewide Impact

1) Assumin? that costs for waivered services are in
fact cheaper than for present services, the state as a whole
will realize a cost savings as these services are developed
and utilized. (However, we also heard that some people
think that waivered services will cost more than
anticipated.)
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2) This study does not consider services funded under
other programs (such as CSSA and DAC"s) how they will be
affected by waivered services, but only how MA costs will
be affected, and therefore_ the statewide impact of changing
the system as a whole remains an unknown.

3) Newclients will become eligible for HA assistance
through the waivered services, including both )
hl%h—functlonlng adults and children who can receive _
in-home support services early in their lives. While this
will increase costs of services initially, in the long run
it should be advantageous to the state. Reasons include:
avoidance of the costs which might be incurred for these
clients at some stage in their lives by placement in Iar?e,
higher-cost facilities; and the likelihood that they wil
function more productively, decreasing costs for support
services later and increasing their contributions as
workers and taxpayers.

4)  Money for services will be more widely dispersed

throughout the state as waivered service providers
gradually replace large providers.

Comments About Regional Impact

1) State hospital communities will be adversely
affected. Jobs will be lost and the local economy will
suffer hardship.

~2) New employment opportunities will open for
waivered service providers.

3 Sparsely populated areas will find it more
difficult to develop waivered services and find providers.
Clients may be sent to the Twin Cities metro area to obtain
services, as it will be easier to develop them here.
However, the costs of developing services in the metro area
will probably also be higher.

Comments About County Impact

1) The increased costs for MA services would be a
severe hardship for most sample counties.

2) Some said they would have no choice but to meet
the new costs, but that because their Boards would probably
not apﬁrove an increased budget or raise the tax levy, they
would have to cut other social service programs, which
would probably generate difficult political struggles.
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~3) The options in which 100% of costs for waivered
services would be paid by the state would be most
attractive to count)é Boards. However, several respondents
also commented that this would be a bad idea bhecause then
the county would not have a share in the risk for the
waivered service clients. Since they are responsible for
case management decisions, this was not viewed as a
desirable situation.

4) The options do not reflect the administrative
costs associated with developln? new services. Most
counties indicated that they would need additional staff,
which they could afford onl th difficulty.

yowi

5) Counties expect that new hidden costs will 6e
associated with developing new services: someclients will
fail and need stabilization, overhead costs will increase,
new client needs will emerge, and initial cost projections
are probably too low anyway.

6) The penalties associated with not moving clients
fast enough may also incur additional costs; in effect,
making the time needed to develop new services more costly.

7)  Moving clients who are multiply handicapped or
have severe behavior problems out of state hospitals may
require development of new Class B facilities to handle
their needs appropriately, which would incur Iarlge costs.
However, there is no financial advantage to developing such
facilities under the options nor any reward for such
movement of clients. In fact, there may be a further penalty
if the number of ICF/MR clients placed in Class B
facilities brings the county over the ICF/MR target.

8) Poor rural counties will beunable to find trained
providers Iocallly, and will have great difficulty
attracting new, for-profit service providers.

~9) Counties may also face Ipressu_re to provide the new
waivered services to non-MA-eligible clients.

summary

Although the state as a whole may in time realize savings
through the development of less expensive services, the
ﬁollcy_optlons would impose immediate and severe financial
ardships on most counties and on state hospital communities.
However, reduction in state hospital populations may be
less of a hardship because it is simply an extension of a
previously established policy direction.
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PROGRAMMATIC, ADMINISTRATIVE, AND CONSTITUENT IMPACT

In this section we will summarize the comments made by our
respondents about each of the policy options and about the
desirability of avariable cost-share ratio in general, with
respect to:

* encouragement of waivered services

* quality of care

* necessary administrative changes

* acceptability to affected constituents

* other assessments

KEY FINDINGS: ENCOURAGEMENT OF WAIVERED SERVICES

We asked each of our respondents whether the policy options
would in fact encourage development of waivered services,
and which option would be most effective in doing so. Their
comments are summarized below.

1) Most respondents chose Option #3 as the one which
would most likely encourage development of waivered )
services. County respondents prefer this option because it
is clearly the cheapest. Many constituents pointed out
that this option is an incentive because it covers all the
costs of the waivered services. But many other
constituents expressed reservations about this option
(described later).

2) Indiscussions about each of the policy options,
respondents tended not to perceive them as very different
from each other. The few differences that were cited as
important were: whether the state pays 95% or 100% for
warvered services, whether small and large ICF/MR"s have
different cost-share rates, and what the share of state
hospital costs would be. However, opinions were strongly
divided about the advantages and disadvantages of these
differences.
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~3) Constituents were more likely than counties to
believe that any of the policy options would encourage
waivered services, typically saying that they probably
would. However, _the}r/] did not learn from their
participation in the study (as the counties did) that all
of the options would substantially increase county costs.

4) Counties were about equally divided as to whether
any option would encouraﬁe waivered services. In general,
those who thought that they would saw the penalty for not
doing so as the motivating factor. Those who thought they
would not saw the burden of increased costs (especially the
administrative costs of setting up the new services) being
so great as to offset any other factor.

512_ Many respondents qualified their answers by saying
that a fiscal incentive ordisincentive might be effective,
but that the present system would also be effective. They
also 1dentified variables other than the cost share as of
equal importance in motivating client movement, such as:
assistance in developing the new services, the needs of
present clients, relationships with providers, activities
of advocacy groups, professional biases, emotional biases
of the general population, and the range of options
available.

~6) Most respondents were careful i
this %uestlon_ to separate the question of f
from the question of quality of care. Wh
that cost factors might induce counties to
they stressed that there is no connection
quality of care.

heir _answers to
scal incentives
e they indicated
shift services,
between cost and

n t
1
|

Summary

Policy Option #3 is seen as most l'ikely to encourage
development of waivered services because of its relatively
lower cost and the 100% state payment for those services.
However, there was no great enthusiasm for this or for any
of the policy options toward that end.

The consensus seems to be that a variahble cost-share ratio,
might encourage waivered services, but that other negative
conse(iuences (discussed in the following sections) would
result from such a policy and that attention to non-cost
factors might be more effective.
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KEY FINDINGS: QUALITY OF CARE

We asked all respondents how each of the policy options
would affect overall quality of care. There were virtually
no differences in the answers for individual policy
options. The responses summarized below apply equally to
all of the options.

1) The factors which determine quality of care are
cgmﬁlex. “Normalization" of living environment, which
might result more raé)_ldly 1f one of the policy options were
adopted, 1s only one dimension,

~2) _Other equally important dimensions include:
monitoring systems, accreditation, licensing, standards,
performance contracts, client-appropriateness of services,
client outcome measures, client/parent preferences,
and availability of choices.

3) If development of waivered services and movement
of clients occurs too fast without allowing time for
appropriate (iual 1ty control mechanisms, the effects on
clients could be harmful. "Fly-by-night" providers might
come in, or clients might be moved into a sttuation where
they would fail. Also, the ne_cessH% to establish
monitoring services would dictate heavy costs. Counties
will need considerable technical assistance, financial
assistance and education in setting up a workable system of
alternative services.

4) Quality of care is best assured in a system where
many choices are available, depending on client needs. To
the extent that the options reduce choices they will
discourage quality. For example, many respondents said
that good facilities for the m_ultlﬁ!y handicapped are
already scarce, and that a policy wnhich reduces ICF/NR
utilization without taking into account the special needs
of this group (which are best served there) will be
detrimental to their interests.

~5) Many counties said that they would not use a cost
bla_3|% to determine the appropriate level of service for a
client.

~6) The standards and per diem rates for various
service levels which would be set by the state would be more
important factors 1n assurln% quality of care than a
variable state-county cost-share ratio.

1) Some of the smaller counties seem to be especiall
uninformed about the value and advantages of moving client
into smaller, community-based settings and about the new
services which will become WA-eligible under the watver
request. Some respondents suggested that a 2-day seminar
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for all counties explaining the waivered services program in
detail would be more effective than a fiscal policy in
helping counties to realize the advantages to clients of the
waivered services options.

summary

The great majority of respondents believe that quality of
care will not be assured, and may be jeopardized, through a
policy which seeks rapid development and implementation of new
services without providing guarantees of client-
appropriateness and monitoring systems. While this never was
DPW*s intention inconsidering a fiscal policy, respondents
seem to need more assurances on this point.

Many respondents also see a need for an_ education progranm
about the uses and benefits of the various waivered service
prograns.

County case workers do not wish to make cost a factor in

determining levels of services for their clients, and they
see cost as unrelated to quality of care.

KEY FINDINGS: NECESSARY ADMINISTRATIVE CHANGES

1) Some of the administrative changes which counties
see as required in order to develop and administer waivered
services quickly enough to avoid financial penalties under
the options are:

* Hiring and training new staff

* Developing procedures for case management and
payment

* Securing bids, screening and finding new providers
* Setting up support services and respite care

both of which will be needed with waivered services
* Setting up contracts for waivered services
* Licensing newproviders

* Setting up amonitoring system to safeguard
against abuse.
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2) Administrative problems foreseen include:
* Re-defining relationships with present providers

* Levy raises toallow hiring new staff and cover
increased county shares of costs

* Finding Class B facilities for themultiply
handicapped

* Finding foster homes suitable for children
and disabled adults (already a problem)

* Community acceptance of state hospital clients
* Community acceptance of waivered services

tal clients for

* Need to return some state hospit C
this affect the

0
temporary stays (how would
utitlization targets?)

S

* "lt's a monopoly system. You can't put out an
RFP on service providers."

* Appeals and legal challenges from people who don®t
want to move

* Appeals from new clients unable to get
waitvered services (many now on waiting lists,
many more will want services when avairlable)

* Pressure from parents and advocates about
appropriate placement and safety

* Relationships with providers in other counties
where clients are placed

* Waiting lists for state hospitals and ICF/MR"S
will grow as targets limit placements

* Taxpayer and Board pressure to move clients
quickly to avoid increased costs.

Summary

In general, counties believe that at least one additional
staff person will be required to put the new services in
place, especially under the time pressure associated with the
policy options. They also foresee administrative headaches
associated with finding and monitoring new providers and
with reactions from present providers, clients and their
gamlé 1es, taxpayers and community residents and their county
oards.
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KEY FINDINGS: ACCEPTABILITY TO AFFECTED CONSTITUENTS

We asked each of our respondents which of the three options
would be most acceptable to constituent groups, and what
controversies these options were likely to generate.
Responses fell into two basic categories: 1) relative
acceptability of individual options, and 2) constituent
acceptance of any of the three options.

Relative Acceptability of the Three Options

1) Option #1, which varies the cost-share ratio for
large and small group homes, was widely criticized for
dorng so. We heard that it would polarize ICF/MR providers
and thereby lessen cooperation, that it would penalize
existing large facilities designed to serve the multiply
handicapped and discourage development of new ones, and
that it would be hard to sell.

2) The options in which the state pays 100 ‘percent
for waivered services met with a mixed and strongly charged
reaction. While counties thought it would make the plan
easier tosell to their Boards, and some advocates l'ike the
idea, others insisted that the county should have some
stake in the cost for all services as a safeguard a?alnst
abuse. We concur, and add that the relatively small cost
advantage is outweighed b}i the principle of county
participation and control.

3) Options #1 and #3 were criticized for
differentirating the cost-share ratio of state hospitals and
group homes. While some differentiation might be acceptable,
state hospital providers would clearly oppose a wide gap.

4y Sonme re5ﬁondents liked the fact that Option #2
differentiates the least among the service alternatives,
because they see it offering the most choice for
appropriate placement. But many people, county respondents
inparticular, oppose this option because it also imposes
heavy costs for all non-waivered services.

Sg In general, the greater the variance in
cost-shares among services, the greater the controversy the
option would generate. Option #3 (most acceptable to
counties hecause of overall costs) as well as Option #1
would be hard to sell to other constituents because of this
discrepancy.
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Constituent Acceptance of the Options

The clearest messages we heard are that none of the options
will be acceptable to all constituents, and that all of the
options are equally controversial. As i)resently construed,
a variable cost-share ratio will probably generate heated
controversy, especially from present service providers.

Based on our input, likely objections from var
constituents to any of the three options are Ii

1) From State hospitals:

ious
sted below.

~* Reduction of state hospital populations is an
"old issue” but also hospitals will apply the greatest
pressure against the options.

) * Counties will be penalized for using state
hospitals even though utilization targets are met.

* Reducing state hospital populations will bea
threat to hospital communities, both because of lost jobs
and fear of an influx of severely retarded patients.

* ALl providers should be in a competitive

position and the options skew the advantage greatly against
state hospitals.

2) From State hospital employees:

_* AFSCME 1s not likely to support any of these
three options.

* Employees feeling job insecurity may not want

to cooperate in the process of preparing clients for
movement.

3) From ICF/MR providers:

* Providers are likely to object to "changing the
rules™ from a policy of growt_h to one of reduction, saying
"I?have invested a lot, and this is how the state treats
me?"

~* If counties must pay a greater share, an
exception should be made for Class B facilities for the
multiply handicapped
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* Per diem rates for ICF/MR facilities need to be
changed so that larger group homes can modify themselves to
become small group homes without loss of income.

4) From Advocacy groups:

* Fiscal incentive should not determine
placements.

* People should not be moved out of ICF/MR"S
before waivered services are adequately developed.

5 From Client families:

) * Parents will Dbe concerned that their children
will be forced out of "secure placements™ in group homes.

) * Parents are particularly concerned with the
issue of choice and would oppose options which limit it.

A parent might feel forced to keep a child at home bhecause
an appropriate group home placement was not available. For
example, there are only about three small group homes in the
state now for children requiring ongoing medical care.

* Parent expectations about care need to change.
ready the new services have been "hard to sell™ because
"lack of service 1dentity”. Families of mainstreamed
Ildren have been led to expect that ICF/MR placements

Al
of
ch . : .
Wi be available after high school graduation.

a
i
I

6) From County administrators and Boards

~* Some people will
counties", that they are cutti
detriment of counties.

charge that "DPW is against
ng their own costs to the

* The share of costs for MR services will be
greater than for other services, and will cut into other
programs.

* Boards are unwilling to increase any services.
* The options are unfair tocounties who have

already moved clients. Many counties feel they are already
placing appropriately.
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* Sparsely populated counties will have the
greatest difficulty developing new services, and may need
to move clients to more densely populated counties.

_* If the state dictates "appropriate care" by
determining cost, county flexibility isdiminished.

) *  Communities may not be likely to accept more
mainstreaming of MR clients.

summary

Objections to one or all of the options is diverse and

widespread. Many of the concerns stem from the perception

that change is being "forced" by imposing heavy cost

penalties and that placement choices are betng limited, even

where counties are meeting ﬁrevmusly established DPW

(‘anls. The options as they are presently construed are not
ikely to gain acceptance.

OTHER ASSESSMENTS

We asked all respondents to give us additional
recommendations or comments about the polch options and the
variable cost-share ratio in general. These are summarized
under topic headings below.

New clients in the waivered services systenm

There is some uncertainty about who will be eligible for
the new waivered services and whether quotas will be set
for new clients.

A number of respondents see the waivered service system as
ideal for addressing the needs of mainstreamed high school
graduates and young children at home or_in foster-care honmes.
They believe that investment in providing services to these
groups could pay off b% facilitating the long-range
normalization™ of this population and thereby avoiding
future institutional costs and "crisis” placements. However,
they wonder whether many of these children will be denied
services or placed on waitting lists because the system will
not be set up to accommodate large numbers of new clients.
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According to one respondent, about three percent of the
Minnesota population i1s mentally retarded and about one
percent (40,000 people) need placements. The MA systen
serves the needs of about 8,000 MR clients, and the family
subsidy ﬁrogr_am iIslimited to 200 clients. Thus there are
many more who might potentially be served.

Transitions for MMclients

Inan MR client®s Ilif
change. The system sho
temporary or transitio
care, and such movement

e cycle, placement needs may vary and
uld recognize that some will need
nal services in group homes or respite
should not be seen as a sethack.

Appropriate care may also not_always mean the least
intensive_ level of care in which aclient might be served.
Movmq iIsdisruptive and upsettlng even_for normal-1
people and movement should be planned tominimize failure.

As the system changes, group home clients will be moved
into waivered services and state hospital clients into group
homes. This may require more intensive staffing and
structural changes 1n the group homes to accommodate the
needs of the new kinds of clients. A mechanism is needed
whereby such changes can be financed, especially to afford
smtal!jeg group homes the capacity to care for the severely
retarded .

In the past, some clients who needed less intensive
services were placed in ICF/MR"s or state hospitals because
of the I'imit on in-home clients. Now the opposite may
hecome true.

More consideration to the unknowns

MA costs are only a small piece inacomplex "systenm
puzzle". Other pieces are still unknowns. \More study and
planning 1s needed to integrate DPW policy changes into the
whole MR care systenm.

Some of the "missing pieces"” we heard about are:

~ *What will development of waivered services look
like? What will it_cost? Where will the money come from?
Who will train providers and caseworkers? Which clients
will be served best in each category? What qual |t%/
:ilssurlanc_gs will there be? Local county directors have very
ittle idea.
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*  How wi l'l Development Achievement Centers (DAC"S)
affect the total costs of the new system?

* What 1s the state"s long-range plan for use of
state hospital facilities?

) * Will there be enou%h available programs to )
implement the new system? Who wi ll develop them? How will
presentf)prowders and their employees be brought into the
Process?

* What giu_arantees do counties have that DPW will not

change its policies again after they have invested in
developing a new system?

Issue-based vs. cost-hased policies

One respondent suggested that DPW consider dealing with one
Issue at a time and working with it across the system, rather
than implementing a cost-incentive plan.
For example, 50 percent of state hospital admissions are for
respite care (a stay of 90 days or less). Flr]dlnqb
alternative ways of providing respite care might be an
effective way of cutting the number of hosgl_tal_beds. A
feasibility study might be warranted for this idea.

Another issue might be the 200 children now living in state
hospitals. The state and county could work out a package of
incentives for getting these children into other settings.

Still another issue could be the re-deployment and re-
training of state hospital employees to develop and administer
wailvered services. Anincentive package which would
address the needs of these people would also serve the smooth
flow of waivered service development.

summary

The cost-share ratio plans do not directly address many of
the issues which arise froma policy of developing a new
service delivery system. How will newclients become
eligible for services? What mechanisms will be built in for
changes in individual clients® service needs? How will the
waivered services be developed and implemented? Would an
Issue-focused approach he more effective than a cost
incentive in encouraging change?
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INCENTIVES AND DISINCENTIVES

THE THREE OPTIONS AS DISINCENTIVES

Wle have seen that all three proposed policy options in this
study constitute "disincentives"” rather than "incentives"”, to
development and use of waivered services. The ways in
which the tested policy options act as disincentives include:

* Counties do not share in the financial savings
which result from the use of the less expensive
alternative services

* Counties are heavily burdened, especially in the
first few years, by increased overall costs even
though they are reducing utilization of large
facilities

* Many constituents will object to the fact that
counties may either cut services orutilize new
services inappropriately simply as a means of
avoiding further penal ties

*  Most of the financial savings resulting from
the new services goes to the state, even though
counties are assuming the burden of developing
the new services

* Disincentives with wide disparities incost-ratio
shares reduce freedom of choice for caseworkers
and clients

*  Two of the policy ns would penalize counties

L optio .
for moving state hospital clients to Class B
facilities.

MOVING FROM DISINCENTIVES TO INCENTIVES

We have also seen that there will indeed be overall cost
savings as a result of the counties” movement of clients
into more community-based settings. We think it is
reasonable to allow the counties to share_e(LuaI Iy at least
in the benefits of these reduced costs, which they would do
under the present cost-share policy.
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We also think there are good reasons to make it even more
"profitable™ to counties when they succeed in the difficult
task of developing a new set of services and meeting state
utilization targets. These reasons include:

*

The administrative burden faced by the counties
In putting a new system in place and creating
safequards for clients

The I_everagie that a "reward” system would give
them in selling the new program in their
communities

The principle of "positive reinforcement” as a
m(r)]re effective strategy in achieving behavioral
change

The immensely greater likelihood of constituent
acceptance in a program where everyone wins and
no one loses.

What the Incentive Should Do

We have tried to imagine what a true fiscal incentive would
look like. We were guided by the following principles:

*

The incentive should encourage counties to
develop and utilize waivered services without
losing cooperation from existing providers

The incentive should allow sufficient development
time for re-training of present providers who may
wish to develop new services and for counties to
develop quality control safeguards

The incentive should reward counties for meeting
the state's utilization targets

The incentive should make it possible for continued
movement of clients into waivered services to
increase savings to the county over time

The incentive should offer a positive impetus to
counties to incur upfront development costs
VIVIth the expectation that savings will be realized
ater

The incentive should allow the state to share
in the cost savings of the new services
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What the Incentive Should Not Do

* The incentive should not put pressure on
caseworkers to place clients solely on cost factors

* The incentive should minimize "polarization” of
constituencies

* The incentive should not penalize counties for
appropriate placements (such as movement of
multiply handicapped cli1ents from state hospitals
to Class B ICF/MR™s)

* The incentive should not increase the cost-share to
counties for ANY services until enough new, less
expensive services are in place so that their costs
will not increase more than the state"s projections
of reasonable client movement

WHAT WOULD AN INCENTIVE LOOK LIKE?

After studying the criteria outlined above and the .
projections of client movement done by the sample counties,
we designed a variable cost-share ratio plan which might
succeed in encouraging development of waivered services
with minimal objections from counties and other stakeholders.

Under this plan, the present cost-share ratio would be
maintained in 1984. In 1985 the ratio_would change for
waivered services, and in 1986 the ratio would change for
state hospitals. This would allow counties time to move
clients from state hospital settings without incurring
increased costs. The cost-share ratio for ICF/MR"s would
not change at all.
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Under this plan, the state and county would pay the
following percentages of the non-federal share:

State County

In-home family support services 95% 5%

(beginning 1985)
Other waivered services:

(beginning 1985)

Developmental training homes (foster

care) 95% 5%

Supervised living arrangements (SLA"S) 95% 5%

Semi-independent living services (SILS) 95% 5%
Small group home (15 or less) 90% 10%
Large group home (16 or more) 90% 10%
State hospital (beginning 1986) 88% 12%

We are not suggesting a penalty for counties who exceed
their utilization targets. Were such a penalty imposed at
all, we believe it should apply only to state hospitals.
However, we believe that it should not be necessary to impose
a penalty because of the positive motivations the plan
offers to move clients.

Table 12 shows the total cost projections and costs to the
state and the sample counties under this plan, using the
counties” projections for client placement.

How the Plan Meets Incentive Criteria

1) Counties are immediately encouraged to develop and
utilize waivered services by the 95-5% cost-share ratio.

2) Cooperation from present providers is not lost
because no one "loses", at least according to the
sentiments expressed in reaction to the three options
explored in this study:

* ICF/MR cost-share rates do not change.
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* State hospitals, who have known for some
time that their populations will be reduced, have
two years before the county pays a greater share,
time they can use to re-train staff, create new
jobs, and participate in the development of the new
Services.

* Advocates, caseworkers and client families need not
feel that inappropriate placements are made

so that counties will avoid penalties.

~3) Counties have an additional year of grace hefore
their share of payments for any services are increased,
during which time they can develop new services with
adequate safeguards, secure cooperation from Boards and
taxpayers based on the potential cost savings, and begin
client movement according to their own projections of what
they can realistically achieve.

_4) The counties_ which meet their state hospital
utilization targetswill not have to pay adisproportionate
share for state hospital clients in 1986 (the first year in
which their rate increases) because they will have moved
sufficient numbers of clients to other services.

) 5) The percentage of cost increase (accounted for by
inflation and new clients) to counties goes down from 9
percent in 1986 to 4 Eercen_t in 1987 despite the higher
cost-share for state nospital Blacements. This is anet
cost savings, and it happens pecause of the movement of
more clients 1nto waivered services. Moreover, we would
expect even greater savings 1in subsequent years.

6) If no waivered services were developed, and if the
present cost-share policy were maintained, we would expect
costs for ICF/MR"s and state hospital services to increase
hy at least 12 to 15 percent per year, not including costs
for new clients. However, once the incentive plan takes
effect, even including the influx of newclients neither
the state nor the counties incur more than a 9 percent
increase in any year, and the rate increase should continue
to decline. Thus the plan would meet federal requirements
tha% the waivered services cost less than the present
systen.

7) The small net "savings™ even in the first two
ears combined with the potentrally greater savings in the
uture should encourage counties to invest time and even
some funding in the development of waivered services,
especially if the state or federal government makes
development money available.
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) 8) The state shares in the reduction of cost
increases which result from client_movement. Its cost
increase between 1985 and 1987 remains constant at 6
percent, compared with an increase of 11 percent in 1984.

9) Because the incentive plan is based on
caseworkers® own projections of appropriate movement of
clients into waivered services, the counties can save money
without fear of inappropriate placements.

10) ICF/MR providers will not he polarized because
small and !ar?e facilities have the same cost-share ratio.
State hospital providers will have less reason to complain
that they are treated differently from ICF/MR"s. Advocates
will be satisfied because waivered services are rewarded
but the counties will still share in the "risk™ by paying
some of the costs. Caseworkers will not be pressured* by
county Boards to cut costs regardless of client needs.

11)  Movement of multiply handicapped clients from

state hospitals to Class B ICF/MR"s will not "cost" the
counties anything extra.

RECOMMENDATION: DESIGNING AN INCENTIVE PLAN

IT the state wants its plan to act as an incentive, we
recc%m_mend that it meet the criteria outlined in this
section.

The incentive plan we have developed offers a policy whereby
everyone "wins". The state and the counties save money (as
Is required for federal apﬂroval_of the waiver requestg.
Present service providers have time to re-direct their
efforts and take part in the development of new services.
Counties have time to assure that quality services will
be developed, and to educate their communities about the
advantages of the policy change. The goals of
deinstitutionalization and "normalization" are served at
minimal cost.

While an incentive plan has a number of desirable qualities,
it does still create administrative difficulties, some
inequities will necessarily remain, and several respondents
will be opposed to having cost determine level of care in
any way. DPW may wish to consider other means of achieving
the de-institutionalization goals of its plan than by
altering the present cost-share ratios.

We think that an incentive plan such as proposed in this
section would be well-received, but this 1is conjecture.
Perhaps this report could be circulated for response.



PAGE 60
RECOMMENDATIONS: ENCOURAGING WATVERED SERVICES

Even the best of incentive plans will not work unless high
quality services are developed and caseworkers are
knowledgeable about how best to use them. Quality of care
should be paramount in any policy, if it is to gain
ac%epgagce and assure long-term benefits to the mentally
retarded.

While waivered services were not directly the focus of this
study, 1t was difficult for our respondents to separate the
changes that will be necessary to establish a whole new
system of services from the changes that would result fronm
a fiscal incentive policy aimed at facilitating client
movement in that systen.

DPW staff suggested that the additional stress to counties
and providers of a fiscal incentive plan might "overload"
the system if introduced in the developmental stages of
waivered services.

we concur, and would Iike to suggest more immediate stegs
which would facilitate development of the new system. Once
these steps have been taken, the state would also be in a
better position to judge the merits of a fiscal incentive
plan, and counties and providers would be in a better
position to profit by it.

Whether or not the state chooses to adopt a financial
incentive plan, we recommend an mtegrated_pl_annln? and
implementation process. We see several critical elements to
that process:

~* An overall design plan for development of waivered
services, developed bg considering the total impact of
waivered services and by further exploring the feasibility
and consequences of an 1ncentive plan.

~* Asetof guidelines for developing and monitoring
waivered services and appropriate placement of clients.

~* A technical assistance package for counties to
orient them to the new services and to provide assistance
in funding, training, development, and application.

* An implementation plan which utilizes the_knowled‘ge
and resources of current service providers and their staffs
and affords them the opportunity to become providers of new
services.
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Design Plan

Many of the implications of the waiver request were not
considered in this study, and other implications of
developing a new system of community-based services lie
outside of the waiver request itself. DPW is concerned with
a total re-structuring of the MR system, which will include
a cap on ICF/MR beds and consolidation of state hospital
units, statewide admission and release criteria, MA payments
to Development Achievement Centers (D_AC'sg , an array of
services not all of which are considered in our study, and
services funded by the County Social Service Association

(CSSA) as well as MA.

Many of the other policy implications of waivered services
are in fact being studied by DPW. What we are suggesting
here is an overview structure whereby studies such as this
one are seen in a larger design context.

For example, for a fiscal incentive plan alone a number of
questions have not heen addressed in this study and yet remain
critical togain anunderstanding even of fiscal impact.
Some of these questions are: What will be the total
financial impact of the re-structured system? Could a
consolidated system of payments be worked out to save
administrative costs? How realistic_are the cost projections
in the waiver re%uest? How will services not considered in
this study (DAC"s, respite care, homemaker services, case
management) affect overall costs? How realistic are the
sample county projections for client movement? How would an
incentive plan be tied toautilization target plan?

Moreover, these (iu_estions do not address the relationships
among fiscal policy and administrative, programmatic an
political impact.

We recommend that DPW continue to consult with the key
“actors" in the MR system, many of them respondents in this
study with the goal of developing an integrated long-range
policy design. Perhaps a Task Force could be developed, with
support staff to research overall policy implications, and
charged with constructing an overall design plan.

Guidelines

Developing guidelines for admission and release criteria for
all services, monitoring systems and safeguards, screenlng,
licensing, aplpropr_lat_e care, appropriate limits on ICF/MR an
state hospital utilization and enforcement, per diem rates,
and evaluation should be the first step in, inmplementing
any changes.
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These guidelines should emerge from in-depth interviews with
providers, advocates, county directors, and caseworkers; a
review of a representative sample of cases; and a study of
other states where waivered services have already been
implemented.

They should be field-tested in a representative sample of
counties to insure that they are understandable and
comprehensive.

We recommend that such guidelines (which DPW is already

planning_to develop) be put in place prior to a decision e
about a fiscal incentive plan.

Technical Assistance

Many of the counties in our sample clearly need education and
assistance in making the transition to decentralized and de-
institutionalized care.

They need to learn how they can secure funding and overcome
administrative hurdles to develop new services. They will
certainly need additional resources to develop the new
services; all but two of the sample counties clearly cannot
afford to do it by themselves. They need to know more about
the basic philosophy of "normalization™ and its ultimate
goals. Initially they will need someone to review their
gas_eload and apply the state*s guidelines on a case-by-case
asis.

We recommend that a two-day training conference be planned
for all counties, and that the state carry out its )
intention to contract with regional consultants to work with
counties individually on an implementation plan.

This would help counties to set the new system in place

before adding more administrative changes (which would be
necessitated by a fiscal incentive plan).

Working with Present Service Providers

Staff in ICF/MR"s and state hospitals are key resources in
developing new services. Many also stand to lose their jobs
iIf they do not participate indelivery of new services.

If the state contracted with some of these providers to )
assist in the transitional process, it would gain the benefit
of their knowledge and also help them to finance development
costs and re-training of employees to deliver* the new
services.



NUMBER OF CASES FOR EACH STRATIFICATION VARIABLE

APPENDIX A

SAMPLE COUNTY COMPOSITION

SAMPLE COUNTIES:

METRO/NON METRO

Metro

Non-Metro

Total

ICF/MR UTILIZATION

=
I

High
Medium
Low

Total

STATE HOSPITAL

UTILIZATION
H = High
M = Medium
L = Low

Total

WELFARE CASELOAD

RATIO

H = High

M = Medium
L = Low

Total

NO.

NO.

NO.

NO.

OF

OF

OF

OF

CASES

4
12

16

CASES

oo b

16

CASES

o~ A

16

CASES

A~ O

16
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HOSPITAL CATCHMENT NO. OF CASES
AREA

1 = Fergus Falls 2

2 = Willmar 2

3 = St. Peter 2

4 = Faribault 4

5 = Cambridge 2

6 = Brainerd 2

7 = Moose Lake 2

Total 16
COUNTY DISTRIBUTION FOR EACH STRATIFICATION VARIABLE

County Metro ICF/MR SH Caseload Catchment
Name N/M util. util. Ratio Area
Beltrami NM M M H 6
Carver NM M M L 3
Faribault NM H H L 3
Hennepin M M M M 4
Isanti NM L L M 5
lItasca NM M M H 6
Lake NM L H H 7
Mahnomen NM H H H 1
Mower NM M M M 4
Nobles NM H L M 2
Olmsted M M L L 4
Red Lake NM L H M 1
Renville NM H L M 2
Rice NM M M M 4
St. Louis M M M H 7
Washington M L L L 5
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